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Oath or Affirmation

I, DAVID B. MUELLER . swear (or affirm) that, the best of my knowledge and belief, the
accompanying financial statement and supporting schedules pertaining to the firm of _FG CAPITAL LC
as of DECEMBER 31,2003 . are true and correct. I further swear (or affirm) that neither the Company
nor any partner, proprietor, principal officer, or director has any proprietary interest in any account
classified solely as that of a customer.

ancial and Operations Principal

Subscribed and sworn

to beﬁgre me Wity

thisc> _day of [ 24 _ 2004 S, VALEREE YOUNG
E:* : Ngtary; ,'; St. Louiis County
:jg'-.. Seal “&5 My Commission Expires

bﬂm enes ”’ff"f,éfﬂ"if:’??"‘ August 29, 2006
Notary Public U ()

This report contains (check all applicable boxes)

(a) Facing pags.

(b)  Statement of financial condition.

(c) Statement of income (loss).

(d)  Statement of cash flows.

(e)  Statement of changes in stockholders’ equity or partners’ or sole proprietor’s capital.
U (f)  Statement of changes in liabilities subordinated to claims of general creditors.

g)  Computation of net capital for brokers and dealers pursuant to Rule 15¢3-1.

(h)  Computation for determination of reserve requirement pursuant to Rule 15¢3-3

J

(i)  Information relating to the possession or contro] requirements for brokers and dealers under
Rule 15¢3-3. ‘

-

(j) A reconciliation, including appropriate explanation, of the computation of net capital under
Rule 15¢3-1 and the computation for determination of the reserve requirement under
exhibit A of Rule 15¢3-3.

]

(k) A reconciliation between the audited and unaudited statement of financial condition with
respect to methods of consolidation.

X

() An oath or affirmation.

{m) A copy of the SIPC supplemental report.

|

(n) A report describing any material inadequacies found to exist or found to have existed since
the date of the previous audit.

m f

(0)  Independent auditor’s report on internal accounting control.

(3

(p)  Schedule of segregation requirements and funds in segregation — customers’ regulated
commodity futures account pursuant to Rule 171-5.
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MH Maddack, Henson & Haberstroh, P.C. -
Certified P‘ubli(_: Accountants -

314-894-8400 L _ ' 5757 S. Lindbergh Blvd., Suite 107

888-272-0107 ~ St. Louis, MO 63123-6964

Fax: 314-894-3377 . mhh@mhhcpa.net
Board of Managers

FG Capital LC

We have audited the accompanying statement of financial condition of FG Capital LC (a
development stage company) as of December 31, 2003, and the related statements of income,
cash flows, and changes in member’s equity, for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the management of FG Capital LC. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of FG Capital LC at December 31, 2003, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generaily
accepted in the United States of America. :

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The ‘nformation contained in Schedules I and II is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary informartion required by rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

“77@%@;@ e jarn v Hetortiod ) P.L
February 20, 2004
Maddock, Henson & Haberstroh, P.C.
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FG Capital LC
(A Development Stage Company)
Statement of Financial Condition
December 31, 2003

ASSETS
Cash $-11.263-
LIABILITIES AND MEMBER’S CAPITAL
Member’s Capital, beginning $ 20,000
Deficit accumulated during the development stage (8.737)
Member’s Capital, ending $ 11.263

The accompanying rotes are an integral part of these financial statements,
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FG Capital LC
(A Development Stage Company)
Statement of Income (Loss)
For the Year Ended December 31, 2003 ’ ‘

Expenses:
Licenses and Permits $5,420
Professional Services ; 3,124
Other Expense 190
Net Loss $8.734

The accompanying notes are an integral part of these financial statements.

__



) FG Capital LC
(A Development Stage Company)
Statement of Changes in Member’s Equity
For the Year Ended December 31, 2003

Balances at January 1, 2003 $ 19,997
Net Loss (8.734)
Balance at December 31, 2003 $11.263

The accompanying notes are an integral part of these financial statements.
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FG Capital LC
(A Development Stage Company)
Statement of Cash Flows
For the Year Ended December 31, 2003

Cash flows from operating activities:

Net (Loss) $.(8.734)
Net cash used in operating activities (8.734)
Decrease in cash (8,734)
Cash at beginning of year 19,997
Cash at end of year 11.263

Supplemental cash flows disclosures:

£

~ Income tax payments

Interest payments -0-

|

The accompanying notes are an integral part of these financial statements.




FG Capital LC
Notes to Financial Statements
December 31, 2003

NOTE 1. ORGANIZATION AND NATURE OF BUSINESSS

FG Capital LC (the Company) was formed in 2002. The Company received it’s broker-dealer
license in 2003 from the Securities and Exchange Commission (SEC). The Company is a single

. member Missouri Limited Liability Company that is wholly-owned by The Fortune Group LLC

(Parent). The Company offers capital raising services to lower middle market companies through
private placements to institutional investors on a best efforts basis. The Company does not effect
the sale of municipal or zovernment securities or debt of direct participation programs, nor will it
effect resales or engage in secondary market trading of private placement securities. The
company does not maintain any client accounts.

NOTE 2. DEVELOPMENT STAGE OPERATONS

At December 31, 2003 the Company was in the marketing phase of operations and had not yet
retained any clients. The Company had a cumulative loss from June 7, 2002, the date of
inception, to December 31, 2002 of $3 and a cumulative loss from June 7, 2002 to December 31,
2003 of $8,737.

NOTE 3. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Company’s financial statements are prepared using the accrual method of accounting. The
accrual basis of accounting records revenue in the period in which earned rather than when
received and records expenses in the period in which incurred rather than when paid.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and lLabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Income Taxes
The Company’s taxable income or loss is reported on the income tax return of its Parent which is
treated as a partnership for income tax purposes. Consequently, no provision for income taxes is

required in the accompanying financial statements.

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash equivalents as
highly liquid investments, with original maturities of less than ninety days, that are not held for
sale in the ordinary course of business.




FG Capital LC
Notes to Financial Statements

NOTE 4. RELATED PARTY TRANSACTIONS

Administrative Services and Expense Funding Agreement

The Company has entered into an administrative services and expense funding agreement with its
Parent whereby, the Parent agrees to provide accounting and administrative services to the
Company and all expenses related to office facilities, communications services, general
administrative and clerical support, and management services. The agreement states that the
Parent will not apportior: or charge back any such expenses to the Company.

NOTE 5. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform net Capital rule
(SEC Rule 15¢3-1), which required the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 (and the
rule of the “applicable” exchange also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting net capital ratio would exceed 10 to 1). At December 31, 2003, the
Company had net capital of $11,263, which was $6,263 in excess of its required net capital of
$5,000. The Company did not have any indebtedness at December 31, 2003,
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Schedule 1

FG Capital LC
Computation of net Capital under Rule 15¢3-1 of the
Securities and Exchange Commission
As of December 31, 2003

Net Capital
Total member’s equity $11.263
Net capital $.11.263

Aggregate indebtedness

Total aggregate indebtedness $ __ -0-

Computation of basic net capital requirement

Minimum net capital required:

Company $_5.000
Excess net capital §_6.263

N
[y
(@)}

J

Excess net capital at 1,500 percent $

I.O\
)
g
)

Excess net capital at 1,000 percent )

<
—
=)

Ratio: Aggregate indebtedness to net capital

Note 1. No material disferences exist with Part IIA of the FOCUS report at December 31, 2003.

Note 2. The broker dezler claims an exemption from Rule 15¢3-3 based on (k) (2)(i)”Special
Account for the Exclusive Benefit of Customers”™ maintained.

See accountants report.




Schedule 11
FG Capital LC
Computation for Determination of Reserve Requirements

Under Rule 15¢3-3 of the Securities and Exchange Commission
As of December 31, 2003

Credit Balances

Total Credit Items % -0-

Debit Balances
Total Debit items $_-0-

Required Deposit None

Note 1. No material differences exist with Part IIA of the FOCUS report at December 31, 2003.

Note 2. The broker dealer claims an exemption from Rule 15¢3-3 based on (k) (2)(i)”Special
Account for the Exclusive Benefit of Customers” maintained.

See accountants report.




MI_I Maddock, Henson & Haberstroh, P.C.

Certified Public Accountants

314-894-8400 . 5757 S. Lindbergh Bivd., Suite 107

_._888-272-0107 ‘ St. Louis, MO 63123-6964
-Fax: 314-894-3377 ] N ; : mhh@mhhcpa.net
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Board of Managers
FG Capital LC

In planning and performing our audit of the financial statements and supplemental schedules of
FG Capital LC (the Company). for the year ended December 31, 2003, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on internal control. ’

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry securities accounts for customers or perform

. custodial functions relating to customer securities, we did not review the practices and procedures
followed by the Compary in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13
Complying with the requirements for prompt payment for securities under Section 8

of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System :

(WS

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
~achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or frand may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

MEMBER AMERICAN INSTITUTE OF CERTIFIED PIJBLIC ACCOUNTANTS - MISSOURI SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS - LICENSED IN MISSOURI & ILLINOIS
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Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation
of the specific internal control components does not reduce to a relatively low level the risk that
error or fraud in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, we noted no matters involving internal control,
including control activities for safeguarding securities, that we consider to be material
weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at December 31, 2003, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Managers, management,
the SEC, and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange
Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

s docr, Merton debersrid PC.

February 20, 2004 i
Maddock, Henson & Haberstroh, P.C.




